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TEW YEAR COMPARISON OF FINANCIAL HIGHLIGHTS 


YEAR ENDED OCTOBER 31 

1971 

1970 

1969 

1968 

Revenues 

$173,951,000 

$159,462,000 

$129,534,000 

$71,671,000 

Income before extraordinary items 

8,242,000 

7,115,000 

5,956,000 

4,593,000 

Net income 

8,894,000 

7,341,000 

6,150,000 

4,988,000 

Cash income 

(Net income plus depreciation) 

17,101,000 

14,100,000 

11,804,000 

7,657,000 

Shareholders’ equity 

38,361,000 

32,816,000 

27,798,000 

18,692,000 

Total assets 

121,818,000 

113,444,000 

95,958,000 

62,472,000 

Per share data 

Number of shares outstanding* 

5,096,281 

5,056,842 

5,018,985 

4,869,150 

Income before extraordinary items 

$1.62 

$1.41 

$1.20 

$ .95 

Net income 

1.75 

1.45 

1.23 , 

1.03 

Cash income 

3.36 

2.79 

2.35 

1.57 

Book value 

7.63 

6.53 

5.56 

3.84 


* Weighted average number of shares anti common share equivalents outstanding adjusted to reflect stock splits and stock dividends. 
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1967 

$42,386,000 

2,190,000 

2,286,000 

3,815,000 

14,060,000 

29,876,000 

4,840,263 
$ .45 
.47 
.79 
2.91 


1966 

$33,672,000 

2,015,000 

1,982,000 

3,327,000 

12,284,000 

27,151,000 

4,761,953 
$ .42 
.41 
.70 
2.58 


1965 

$25,163,000 

1,594,000 

1,645,000 

2,848,000 

10,842,000 

23,568,000 

4,754,832 
$ .33 
.35 
.60 
2.28 


1964 

$20,815,000 

1,291,000 

1,381,000 

2,414,000 

9,679,000 

19,762,000 

4,743,278 
$ .27 
.29 
.51 
2.04 


1963 

$15,637,000 

853,000 

853,000 

1,674,000 

8,759,000 

17,656,000 

4,742,735 
$ .18 
.18 
.35 
1.85 


3 


1962 

$12,799,000 

771,000 

771,000 

1,470,000 

8,361,000 

13,462,000 

4,737,320 
$ .16 
.16 
.31 
1.77 
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TO THE SHAREHOLDERS OF GENERAL CINEMA CORPORATION: 


We are again pleased to report that General Cin¬ 
ema’s sales and earnings reached record levels during 
the fiscal year ended October 31, 1971. Both the the¬ 
atre and beverage divisions contributed to the nine 
percent increase in revenues and the 15 percent ad¬ 
vance in net income (before extraordinary items). This 
auspicious beginning of our second decade as a public 
Company is tangible evidence that General Cinema’s 
two major divisions can continue to progress during 
periods of economic recession. 


FINAi\lCIAL5 

Net Income from Operations 

Record net after tax income of $8,242,000 was equal 
to $1.62 a share on 5,096,281 average shares outstand¬ 
ing and adjusted for common stock equivalents. This 
compares with net income after taxes in the prior year 
of $7,115,000, or $1.41 a share on 5,056,842 average 
shares. Extraordinary income in fiscal 1971, derived 
principally from the sale of real estate, amounted to 
$652,000, or 13 cents a share, against $226,000 or four 


cents a share in fiscal 1970. Total net income thus 
reached SS,894,000, equal to $1.75 a share, compared 
with $7,341,000, or $1.45 a share a year ago. 


Cash Earnings 

Reflecting our increased earning power and higher 
depreciation charges, cash earnings continued to climb 
to $17,101,000 or $3.36 per share, a 20 percent in¬ 
crease over the $14,100,000 or $2.79 per share reached 
in fiscal 1970. Please refer to page 14 for a concise an¬ 
alysis of our sources and uses of working capital. Capi¬ 
tal expenditures for 1971 were $12,300,000 ($6,000,000 
in the theatre division and $6,300,000 in the beverage 
division). We estimate that we will invest $12,600,000 
in 72 ($5,100,000 in theatres and $7,500,000 in bever¬ 
ages). It should be noted that because theatre fixed 
assets require minimal replacement, the cash flow from 
depreciation is available to finance a substantial part 
of the expansion in this division. On the other hand, 
funds from depreciation in the beverage division arc 
used largely to replace and improve production, de¬ 
livery and marketing equipment. 
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Revenues 

Total Company revenues of $173,951,000 rose for the 
16th consecutive year and were nine percent more than 
the..$159,462,000 record hijpi in the prior year. The¬ 
atres produced $80,315,000 in revenues while the bev¬ 
erage division advanced to $93,636,000. 

Stockholders’ Equity 

Return on stockholders’ equity continued at 25 per¬ 
cent with book value per share rising to $7.63 as com¬ 
pared with $6.53 a year ago. Our five-year average 
rate of return on stockholders’ equity is 27 percent. 

GPERATIOWS 

Theatres 

Theatre revenues increased by 15 percent over last 
year and represented 46 percent of total Company 
revenues. Net profit increased eight percent over last 
year and accounted for 73 percent of the Company 
total. These results, although acceptable, were not up 
to expectations when viewed against our past perform¬ 
ance and were due to a lower level of comparative 
theatre attendance first noted in our second quarter. 
This was about a year after other segments of the econ¬ 
omy began to contract as a result of governmental anti- 
inflationary measures. The decline in comparative 
theatre attendance, most severe in the summer and fall, 
was attributable to both economic and industry factors. 
First, we believe that the final stages of the economic 
contraction did eventually affect consumer discretionary 
spending for low-cost entertainment. Second, film prod¬ 
uct was comparatively weak during the summer and fall 
months and there were fewer quality pictures available 


with broad genera! audience appeal. We believe that 
these influences inhibiting theatre attendance should 

In anticipation of the possibility of somewhat lower 
theatre attendance, our theatre management group 
adopted several measures to bolster profit margins. 
There were increased efficiencies resulting from auto¬ 
mation of projection equipment and closer attention 
to cost controls, particularly payroll, advertising, and 
promotion expenditures. Film costs and in some cases 
lease rentals, both of which are based on a percentage 
of revenues, were correspondingly reduced. The net 
effect was to maintain a 7.5 percent return on theatre 
revenues for this difficult year. 

Expansion in the theatre division was accomplished 
almost entirely bv the construction of new units in shop¬ 
ping center locations. We continued to emphasize multi¬ 
theatre units. During the fiscal year 17 new locations 
with 37 theatres were added, including 14 twins, two 
triples and a quad. At present, we operate 297 theatres 
in 220 locations. 

Over the past few years our rate of expansion was 
retarded bv the lack of sufficient mortgage financing for 
shopping center development. Because this is no longer 
a problem, we have been able to accelerate our build¬ 
ing program in the current year to 50 to 60 new theatres 
in 25 to 30 locations. We have already opened 15 thea¬ 
tres with 18 more scheduled to open bv June 30, in time 
for the full summer season. Currently there are 40 thea¬ 
tres under construction. In addition, some of our larger 
units are being remodeled into multiple theatres, which 
should result in increased revenues and should better 
serve the fragmented tastes of our audiences. 

On September 13 the Justice Department filed a civil 


5 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 






complaint against the Company to require divestiture of 
the Mann Theatre Circuit which we acquired in fiscal 
1970. In the opinion of counsel the complaint is with¬ 
out merit and we are opposing it vigorously. Tire chain 
is comprised of 16 theatres in the Minneapolis-St. Paul 


Beverage 

Operating results in the beverage division exceeded 
our expectations. Revenues increased by four percent 
to $93,636,000, while operating net was 43 percent 
ahead of a year ago. Net income as a percentage of 
sales improved considerably to 2.4 percent from last 
year’s 1.7 percent. We repeat that the division bears 
its full interest charges, including costs of acquisition 
— about $2,869,000 in 1971. This strong performance 
with higher profit margins, while due partly to in¬ 
creased sales and selectively higher prices, can in some 
measure be attributed to advertising economies, tight 
cost controls, and improvement in routing and vending 
efficiency, as well as greater emphasis on professional 
management and increased use of computers. 

Our marketing efforts in 1971 were directed toward 
heightened consumer interest in economy and ecology. 
In a number of areas we achieved increased sales of 
larger packages, renewed acceptance of Diet Pepsi, and 
greater volume in the more profitable returnable pack¬ 
ages. This year’s marketing strategy will also include 
the introduction of returnable bottles with convenient 
rcsealable twist-off crowns. Early response to these pack¬ 
ages in Atlanta, Jacksonville, Lvnchburg and Charles¬ 
ton is encouraging. We project a good performance for 
the beverage division, although it is overly optimistic 


to expect an increase of the same magnitude as in fiscal 
1971. 


Communications 

With FCC approval, investments were made in con¬ 
vertible securities of three additional radio properties. 
We now have investments in WIFI-FM Philadelphia; 
KRBE-FM Houston; WGCL-FM Cleveland; WZGC- 
FM Atlanta, and WGKA-AM Atlanta. As anticipated 
for this early stage in their development, these stations 
lost approximately $1,000,000 in fiscal ’73. We expect 
this loss to be substantially reduced in 1972 and are 
optimistic about the future of these operations. Recent 
transactions give evidence that FM radio stations in 
major markets are becoming more valuable. 

We are applying for FCC consent to convert our in¬ 
vestment of $2,284,000 in convertible debentures of 
Coral Television Corporation (WCIX-Channel 6 Mi¬ 
ami) into about 71 percent of its common stock. At 
some point during fiscal 1972 this independent VHF 
television station should be operating profitably on a 
cash basis. 

We continue to explore avenues of further expan¬ 
sion in broadcasting and related communication fields. 

Other 

Early in August we purchased 45,000 shares of our 
common stock at $54 per share (pre-split) from several 
insurance companies. These institutional lenders had 
obtained the stock in connection with the "financing of 
our acquisition of the American Beverage Company in 
1968. The shares are being held in the treasury for pos¬ 
sible use in acquisitions. 
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Later in August the shareholders approved a recom¬ 
mendation bv the Board of Directors for a 3-for-2 stock 
split of the Company’s common shares. The Board also 
voted to increase the quarterly cash dividend by 20 per¬ 
cent from the previous 634 cents a share to eight cents a 
share on the new number of shares outstanding. This 
was the sixth dividend increase in seven years and was 
declared prior to the President’s request for a voluntary 
dividend freeze. In accordance with a recent govern¬ 
ment ruling, the Company is permitted to maintain its 
current dividend rate or increase it by four percent 
during Phase II. 

In October, in an agreement with several banks,our 
revolving credit was increased from $30,000,000 to 
$55,000,000, with a reducing maximum over a seven- 
year period. Internally generated funds in combination 
with available bank credit are more than sufficient to 
meet planned expansion requirements. Barring a very 
large acquisition, we foresee no need for equity 
financing. 

Once again we should like to express our apprecia¬ 
tion to our management team and to all our loyal em¬ 
ployees whose efforts have made new records possible in 
this trying year. 


Multiple-cinema locations, offering a variety of first- 
run films in many of the finest shopping centers, should 
gain an increasing share of the total theatre market. 
Our stepped-up theatre expansion program should put 
us in an excellent position to benefit from steadily rising 
revenues if, as expected, leisure time and disposable 
income continue to increase. 

Diversification into the soft-drink business has al¬ 
ready proven to be a very effective means of increasing 
our earnings. We expect that emphasis on marketing 
returnable packages and larger-sized containers, 
together with strong financial control, will continue to 
improve both sales and profit margins in the next few 

To sum up, we are optimistic about both divisions 
and expect that, despite a slow start, fiscal 1972 will be 
another record year for General Cinema. 

Sincerely yams,- 

Richard A. Smith 

President 

February 25, 1972 


OUTLOOK 

General Cinema has achieved increases in revenues 
and earnings in each of the last ten years in spite of 
three economic recessions of varying degrees of severity. 
The fact that earnings increased 17 percent in 1970 and 
15 percent in 1971, a protracted period of economic 
slowdown, gives us considerable confidence that the 
company will perform very well as the nation’s economy 
resumes its expansion. 
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© IN-DOOR THEATRES C2<473 
© DRIVE-ISM THEATRES CSO) 

THEATRES UNDER CONSTRUCTION AND PROPOSED [1031 
it BOTTLING AND/OR CANNING FACILITIES CT7J 
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GENERAL CINEMA CORPORATION AND SUBSIDIARIES 


ASSETS 1971 1970 

Current Assets 

Cash.$. 8,178,000 $ 5,584,000 

Short-term investments — At cost 

(Approximates market). 5,000,000 6,978,000 

Notes and accounts receivable - Trade 

Net of allowance for doubtful accounts of 

$96,000 in 1971 and $87,000 in 1970 . 5,192,000 4,683,000 

Sundry deposits and receivables. 1,941,000 1,465,000 

Inventories — At lower of first-in, first-out cost or market (Note 2) . 4,849,000 4,788,000 

Other current assets. 1,440,000 1,206,000 


26,600,000 24,704,000 


Investments and Advances 

Unconsolidated affiliated companies — 

At underlying book value (Note 1). 637,000 942,000 

Broadcasting* investments and advances—At cost (Note 3) , , 5,897,000 2,037,000 

6,534,000 2,979,000 


Property, Plant and Equipment - At Cost 



Net of accumulated depreciation and amortization (Notes 4 and 8) . 

52,718,000 

50,802,000 

Other Assets (Note 5). 

13,520,000 

12,785,000 

Franchises, Trademarks and Goodwill 



Principally Beverage Franchises (Note 6). 

22,446,000 

22,174,000 


$121,818,000 $113,444,000 


The accompanying notes are an integral part of this statement. 
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CONSOLIDATED BALANCE SHEET OCTOBER 31,1971 AND 1970 


« 


LIABILITIES 

Current Liabilities 

Long-term debt — Due within one year . . . . . . $ 

Notes payable. 

Accounts payable. 1 

Taxes payable. 


5 3,899,000 
230,000 
13,065,000 
4,679,000 



23,500,000 

21,373,000 

Deferred Federal Income Taxes (Note 7). 

1,584,000 

1,169,000 

Long-Term Debt (Note 8). 

38,373,000 

38,086,000 


63,457,000 

60,628,000 

Long-Term Senior Subordinated Debt (Note 8) . 

20,000,000 

20,000,000 


83,457,000 

80,628,000 

Commitments and Contingencies (Note 10) 

SHAREHOLDERS 1 EQUITY (Note 9) 



Preferred Stock — $1 Par Value 

Authorized and unissued - 1,000,000 shares .... 

_ 

_ 

Common Stock — $1 Par Value 

Authorized — 7,500,000 shares 

Issued - 1971 - 5,029,338 shares. 

- 1970 - 5,026,663 shares. 

5,029,000 

5,026,000 

Additional Paid-in Capital.. 

2,750,000 

2,766,000 

Retained Earnings. 

33,765,000 

26,252,000 

Less: Treasury stock - At cost 118,382 shares in 1971 and 

82,950 shares in 1970 . 

41,544,000 

3,183,000 

34,044,000 

1,228,000 


38,361,000 

32,816,000 


$121,818,000 

$113,444,000 
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©©©©©©©©©©©©GENERAL CINEMA CORPORATION AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF INCOME 

YEARS ENDED OCTOBER 31, 1971 AND 1970 

1971 

1970 

Revenues . 

$173,951,000 

$159,462,000 

Costs and Expenses 

Film, cost of sales, payroll and other costs. 

Operating and administrative expenses. 

Selling and distributing expenses. 

Interest. 

Depreciation and amortization. 

100,408,000 

26,933,000 

20,105,000 

3,747,000 

8,207,000 

94,233,000 

23,166,000 

18,759,000 

3,991,000 

6,759,000 


159,400,000 

146,908,000 

Income Before Federal Income Taxes. 

14,551,000 

12,554,000 

Provision for Federal income taxes - 

Currently payable. 

Deferred (Note 7). 

6,361,000 

255,000 

5,350,000 

368,000 


6,616,000 

5,718,000 

Income Before Equity in Net Income of Unconsolidated 

Affiliated Companies . 

Equity in net income of unconsolidated affiliated companies 

7,935,000 

307,000 

6,836,000 

279,000 

Income Before Extraordinary Items . 

8,242,000 

7,115,000 

Extraordinary Items 

Gain on sales of property — 

Net of Federal income taxes of $219,000 .... 

Tax reduction attributable to loss carryovers .... 

511,000 

141,000 

226,000 


652,000 

226,000 

Net Income . 

$ 8,894,000 

$ 7,341,000 

Net Income Per Share of Common Stock and 

Common Stock Equivalents (Note 9) - 

Income before extraordinary items. 

Extraordinary items - Net of Federal income taxes 

$1.62 

.13 

. $1.41 

.04 

Net income. 

$1.75 

$1.45 


The accompanying notes are an integral part of this statement. 
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GENERAL CINEMA CORPORATION AND SUBSIDIARIES 


I 


» DIVISIONAL STATEMENT OF INCOME 

YEARS ENDED OCTOBER 31, 1971 AND 1970 

I Revenues. 

j Costs and Expenses 

j Film, cost of sales, payroll and other costs . 

! Operating and administrative expenses 

I Selling and distributing expenses 

f Interest. 

j Depreciation and amortization . 


Income Before Federal Income Taxes . 
Provision for Federal income taxes — 
Currently payable 
Deferred (Note 7) . 


Income Before Equity in Net Income of 
Unconsolidated Affiliated Companies . 
Equity in net income of unconsolidated 
affiliated compani as . 


Income Before Extraordinary Items 

•* 


Theatre 

Theatre 

Beverage 

Division 

Division 

Division 

1971 

1970 

1971 

$80,315,000 

$69,588,000 

$93,636,000 

44,156,000 

38,497,000 

56,252,000 

22,721,000 

18,975,000 

4,212,000 



20,105,000 

878,000 

701,000 

2,869,000 

2,244,000 

1,905,000 

5,963,000 

69,999,000 

60,078,000 

89,401,000 

10,316,000 

9,510,000 

4,235,000 

4,565,000 

4,048,000 

1,796,000 

40,000 

185,000 

215,000 

4,605,000 

4,233,000 

2,011,000 


5,711,000 

307,000 

5,277,000 

279,000 

2,224,000 

$ 6,018,000 

$ 5,556,000 

$ 2,224,000 


CONSOLIDATED STATEMENT OF 
RETAINED BARNINSB 

YEARS ENDED OCTOBBR 31, 1971 AND 1970 1B71 

Retained Earnings — Beginning of Year . $26,252,000 

Net income for the year. 8,894,000 

Cash dividends paid: 

1971-$.28 per share. ( 1,381,000) 

1970 -^$.23 per share. 

Retained Earnings - End of Year . $33,765,000 


The accompanying notes are an integral part of these statements. 
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Beverage 

Division 

1970 

$89,874,000 


55,736,000 
4,191,000 
18,759,000 
3,290,000 
4,854,000 

86,830,000 


3,044,000 

1,302,000 

183,000 

1,485,000 


1,559,000 


$ 1,559,000 


1970 

$20,043,000 

7,341,000 

( 1,132,000) 
$26,252,000 
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GENERAL CINEMA CORPORATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEARS ENDED OCTOBER 31, 1971 AND 1970 


Sources of Working Capital 

Income from operations. 

Add: Expenses not requiring an outlay of working capital during the 
year: 

Depreciation and amortization. 

Amortization of deferred charges .... 
Deferred Federal income taxes. 

Less: Equity in net income of unconsolidated affiliated companies . 

Working capital provided from operations. 

Gain on sales of property. 

Add: Land cost and deferred taxes on gain — 

Net of nonworking capital consideration received 

Tax reduction attributable to loss carryovers. 

Working capital provided from extraordinary items .... 

Net increase in long-term debt. 

Sale of common stock and warrants. 

Other items. 

Uses of Working Capital 

Purchases of property, plant and equipment — Net. 

Purchase of franchises, trademarks and goodwill .... 

Purchase of treasury stock. 

Net increase in investments and advances. 

Leasehold cost. 

Cash dividends. 

. Other items. 


Increase (Decrease) in Working Capital .... 

ANALYSIS OF CHANGES IN WORKING CAPITAL ITEMS 
INCREASE (DECREASE] 

Current Assets 

Cash. 

Short-term investments — At cost. 

Notes and accounts receivable — Trade 
Net of allowance for doubtful accounts 

Sundry deposits and receivables. 

Inventories — At lower of first-in, first-out, cost or market. 
Other current assets. 


Current Liabilities 

Long-term debt — Due within one year 
Notes payable .... 
Accounts payable .... 
Taxes payable. 


Increase (Decrease) in Working Capital 


1971 

1970 

$ 8,242,000 

$ 7,115,000 

8,207,000 

6,759,000 

779,000 

582,000 

255,000 

368,000 

17,483,000 

14,824,000 

307,000 

279,000 

17,176,000 

14,545,000 


511,000 


186,000 

697,000 

141,000 

838,000 

226,000 

226,000 

18,014,000 

14,771,000 

287,000 

9,911,000 

681,000 

193,000 

101,000 

19,175,000 

24,783,000 

11,989,000 

13,965,000 

272,000 

721,000 

2,430,000 

1,292,000 

3,148,000 

924,000 

186,000 

5,617,000 

1,381,000 

1,132,000 

493,000 

19,406,000 

24,144,000 

($ 231,000) 

$ 639,000 


$ 2,594,000 

$ 1,534,000 

( 1,978,000) 

( 1,022,000) 

509,000 

792,000 

475,000 

572,000 

62,000 

, 886,000 

234,000 

346,000 

1,896,000 

3,108,000 

( 3,079,000) 

( 241,000) 

230,000 

10,000 

56,000 

( 1,546,000) 

666,000 

( 692,000) 

( 2,127,000) 

( 2,469,000) 

($ 231,000) 

$ 639,000 


The accompanying notes are an integral part of this statement. 
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NOTES TO THE FINANCIAL STATEMENTS 


Notes: 

1. PRINCIPLES OF CONSOLIDATION 

All wholly-owned subsidiaries are included in the 
consolidated financial statements; all intercom¬ 
pany accounts and transactions have been elimi¬ 
nated. Affiliated companies in which the Com¬ 
pany owns 50% of the outstanding stock have not 
been consolidated. The investment therein is 
stated at the underlying book value. 


2. INVENTORIES 


Inventories are composed of: 

1971 

1970 

Finished products 

Materials and manufacturing 

$2,102,000 

$1,851,000 

supplies 

2,295,000 

2,536,000 

Concession inventories 

452,000 

401,000 


$4,849,000 

$4,788,000 

BROADCASTING INVESTMENTS 

AND 

ADVANCES 



This is composed of: 

1971 

1970 

Coral Television Corporation (A) 


6Vh% convertible debentures 



— Due 1971 (Including 
accrued interest) 

$2,679,000 

$1,981,000 

30 shares common stock 

30,000 


Four Radio Station Corporations (B) 


Convertible 8% preferred 



stock 

200,000 

50,000 

Notes and loans receivable 

2,988,000 

6,000 


$5,897,000 

$2,037,000 


(A) The conversion of the Coral Television Corpo¬ 
ration debentures would result in the owner¬ 
ship of approximately 71% of the outstanding 
common stock. The Company is preparing an 
application for filing with the Federal Com¬ 
munications Commission for permission to ob¬ 
tain control of this Corporation. 

(B) If converted, the preferred stock would result 
in the ownership of 80% of the outstanding 
common stock of each corporation. Conversion 
has not been requested for any of the corpora¬ 
tions. 

4. PROPERTY, PLANT AND EQUIPMENT 
(Partially pledged — Note 8) 


This is composed of: Estimated 

Useful 

1971 _ 1970 Life 


Land (Note 5) 

$ 3,637,000 

$ 5,369,000 


Buildings 

6,271,000 

5,508,000 20-50 yrs. 

Leasehold 

improvements 

19,905,000 

16,897,000 

Lease life 

Equipment and 

fixtures 

25,227,000 

21,882,000 

6-20 yrs. 
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Deliver)’ trucks anti 
vending 

machines 10,363,000'“ 9,513,000 4-8 yrs. 

Returnable bottles 

and cases 18,627,000 14,807,000 3-4yrs. 

84,030,000 73,976,000 

Accumulated 

amortization 31,312,000 23,174,000 

$52,718,000 S50,802,000 

Depreciation has been provided on the straight-line 
basis over the estimated useful life of the assets. 

5. OTHER ASSETS 

Other assets are composed of: 

1971 1970 

Unamortized debt discount 

and expense S 2,651,000 $ 2.927.000 

Land held for investment (A) 1,907,000 

Notes, loans and accounts 
receivable — Due after 

one year ' 1,334,000 1,585,000 

Unamortizcd leasehold expense 6,708,000 6,984,000 

Deposits ■ . 481,000 699,000 

Other 439,000 590,000 

$13,520,000 $12,785,000 

(A) During the year the Company entered into ne¬ 
gotiations for the sale of land adjacent to its 
Miami bottling plant. 

LInamortizcd debt discount and leasehold expenses 
are being amortized on the straight-line method 
over terms of the applicable debt and lease life 
respectively. Amortization for the current year in¬ 
cluded in operating and administrative expenses 
amounted to $755,000. 


6. FRANCHISES, TRADEMARKS AND 
GOODWILL 

Franchises, trademarks and goodwill are not being 
amortized as management considers their value to 
be of a permanent nature. Management reviews 
these costs on a periodic basis and an amortization 
program will be established if future events make 
such amortization appropriate. 

During 1971, the Federal Trade Commission issued 
complaints against seven major soft-drink com¬ 
panies, including three franchisors of the Com¬ 
pany, and has proposed orders which would pro¬ 
hibit the franchisors from attempting to enforce 
territorial and other restrictions in the sale of their 
products. The franchisors have stated that they 
intend to defend their bottling franchise agree¬ 
ments vigorously. 

(CONTINUED) 
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7. FEDERAL INCOME TAXES 

The Company and each of its subsidiaries file sep¬ 
arate tax returns. Accordingly, the provision for 
Federal income taxes has been computed on the 
basis of separate return rates. As a result of the 
1969 Tax Reform Act, the tax savings attributable 
to separate returns will be ratably phased out over 
the next five years. Investment credits are ac¬ 
counted for on the flow-through method whereby 
the benefit is reflected currently. The provision 
for Federal income taxes has been reduced by an 
investment credit of $100,000 in 1971 and $51,000 
in 1970. 

Depreciation is computed on the straight-line meth¬ 
od for financial reporting and on an accelerated 
method, where practicable, for Federal income 
tax purposes. The tax credits applicable to the in¬ 
creased depreciation taken for Federal income tax 
purposes are included on the consolidated balance 
sheet with other tax credits as "Deferred Federal 
Income Taxes." 


8. LONG-TERM DEBT 


Long-term debt is composed of the following: 

Interest 

Amount Rate Maturity 
General Cinema Corporation 
Unsecured notes: 

Revolving line of 

credit $22,800,000 K of 1% 

above prime 1978 

Promissory notes 6,801,000 5 Vi% 1973 & 1979 
Senior subordi¬ 


nated notes 20,000,000 678% stated 1983 

(8. Ineffec¬ 
tive) 

Subsidiaries 
Mortgages on real 

estate 1,783,000 5*4-7% 1973-1987 

Chattel mortgages 

on equipment 1,440,000 436-12% 1973-1977 

Notes collateral¬ 
ized by theatre 


leases 3,549,000 4% 1982 

Unsecured notes 2,000,000 5-7%% 1972-1983 

$58,373,000 


Current maturities of $6,478,000 are not included 
above. 

The senior subordinated notes are subordinated to 
the unsecured notes payable of the Company. 

See Note 9 for restriction on the payment of divi¬ 
dends. 


9. SHAREHOLDERS’EQUITY 

COMMON STOCK AND ADDITIONAL 
PAID-IN CAPITAL 

A summary of the changes in common stock and ad¬ 
ditional paid-in capital during the year is as fol¬ 
lows: 


Common Stock Additional 

$1 Par Value Paid-In 


Shares 

Amount Capital 

Balance — Begin- 


ning of year as pre¬ 
viously reported 3,351,109 $3,351,000 $4,441,000 

Shares issued 

pursuant to 3 for 2 

stock split 1,675,554 

1,675,000 (1,675,000) 

Balance — Beginning 
of year as restated 5,026,663 

5,026,000 2,766,000 

Fractional shares 
paid in cash on 

stock split ( 310) 

( 13,000) 

Shares issued on 
exercise of stock 
options 2,985 

3,000 26,000 

Repurchase of 

61,757 common 

( 206,000) 

Excess of cost over 
proceeds upon the 
sale of treasury 
common stock on 
exercise of stock op¬ 
tions (6,825 shares) 

( 68,000) 

Excess of proceeds 
over cost upon the 
sale of treasury com- 

ercise of stock 
purchase warrants 
(25,243 shares) 

245,000 

Balance — End 

of year 5,029,338 $5,029,000 $2,750,000 


TREASURY STOCK 


A summary of the activity in treasury stock during 
the year is as follows: Number Amount 


Balance — Beginning of year as 
previously reported 
Shares issued pursuant to 3 for 
2 stock split 

Balance — Beginning of year as 
restated 

Shares acquired 
Treasury shares sold in 
connection with 
exercise of stock 
options 

Treasury shares sold in 

connection with exercise of 
stock purchase warrants 
Balance — End of year 


55,300 $1,228,000 

27,650 _ 

82,950 1,228,000 

67,500 2,430,000 


( 6,825> C 101,000) 


( 25,243 ) ( 374,000 ) 

118,382 $3,183,000 


COMMON STOCK OPTIONS 
A summary of the incentive stock option plan in 
effect at October 31,1971 is as follows: 

Maximum shares available under the plan 295,433 

Shares presently under option 115,42 5 

Shares available for future grants 180,008 

Option price at issuance 100% of market value 
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Changes in the outstanding options during the year are 
summarized below: 

Options outstanding — November 1, 1970 
Shares issued pursuant to S for 2 split 

Options outstanding — November 1, 1970 
as restated 

Options granted 

Less: Options exercised 9,0 iu 

Options cancelled 5,745 15,555 

Options outstanding — October 31, 1971 115,425 

Stock options were granted at prices varying from 
$3.89 to $28.75 per share and are exercisable over 
a period of five years from the date of grant with 
the right of cumulation. 

COMMON STOCK WARRANTS 

Outstanding at October 31, 1971 are 225,000 war¬ 
rants sold by the Company for $13.33 per warrant 
during 1969 in connection with the private place¬ 
ment of debt in the amount of $20,000,000. These 
warrants are exercisable until January 31,1979 at 
$14.67 per share. 

RESTRICTION ON PAYMENT OF 
DIVIDENDS 

Among other restrictions, certain loan agreements in¬ 
clude limitations on the redemption of the Com¬ 
pany’s capital stock and the payment of dividends, 
other than stock dividends. At October 31, 1971, 
approximately $5,700,000 of retained earnings 
was available for dividends. 

NET INCOME PER SHARE OF COMMON 
STOCK AND COMMON STOCK 
EQUIVALENTS 

Net income per share is based upon 5,096,281 
shares in 1971 and 5,056,842 shares in 1970, the 
weighted average number of common shares and 
common share equivalents outstanding during the 
year, assuming that proceeds from the exercise of 
warrants and options would be used to purchase 
common stock. 

Net income per share of common stock and common 
stock equivalents assuming full dilution has not 
been presented since the dilutive effect is not 
material. 


85,620 

42,810 

128,430 

2,550 

130,980 


10. COMMITMENTS AND CONTINGENCIES 

PENDING LITIGATION 

On September 13, 1971, the Justice Department 
filed a civil complaint against the Company to 
require divestiture of the leases and operating as¬ 
sets of sixteen theatres that were acquired in the 
Minneapolis-St. Paul, Minnesota area during 
1970. In the opinion of management and legal 
counsel, the complaint is without merit and the 
Company is opposing it vigorously. 

LEASES 

The Company's long-term leases gencrallv provide 
that the Company will pay real estate taxes and 
other expenses and, in certain cases, additional 
rentals based on revenue. The leases in effect at 
October 31, 1971 provide for minimum annual 
rentals of $12,072,000 and, unless the Company 
exercises its renewal options, will expire as follows: 
1972-1976 $1,122,000 1987-1991 $5,050,000 

1977-1981 1,814,000 1992-1996 1,365,000 

1982-1986 2,584,000 1997 and 

subsequent 137,000 

PENSION PLANS 

The Company has noncontributory retirement 
plans for certain employees not covered bv other 
plans. The charge against income in the current 
year for these pension plans was $266,000. The 
estimated liability for past service at October 31, 
1971 is approximately $1,113,000, which cur¬ 
rently is being funded over periods ranging up to 
30 years. 

GUARANTY AND PLEDGE 

In connection with a 1969 sale and leaseback agree¬ 
ment, the Company guaranteed notes payable 
of the lessor in the amount of $3,000,000 and 
pledged the common stock of three beverage sub¬ 
sidiaries to collateralize the lease. 

The Company has guaranteed obligations of certain 
broadcasting corporations in the approximate 
amount of $518,000. 


ACCOUNTANTS 1 OPINION 


Board of Directors and Shareholders 
General Cinema Corporation 

We have examined the consolidated balance sheet of GENERAL CINEMA CORPORATION AND SUBSIDIARIES at October 31, 1971 
and the related consolidated statements of income, retained earnings and changes in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the eircumstonces. Wo have previously made a similar examination of the financial statements 
for the preceding year. 

In our opinion the above-mentioned financial statements present fairly the consolidated financial position of GENERAL CINEMA CORPORA¬ 
TION AND SUBSIDIARIES at October 31, 1971 and the consolidated results of their operations and the changes in financial position for the year 
then ended, in conformity with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 

J. K. Lasser & Company 

Boston, Massachusetts 
January 14, 1972 
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«©®®©0@© GENERAL CINEMA CORPORATION OPERATING UNITS 1971 


Concord — Sunvalley Cinema 
Fresno — Manchester Mall Cinema 
Hayward — Southland Square Cinema I and II 
Montclair — Montclair Cinema I and II 
Sacramento — Sacramento Inn Cinema I and II 
Showcase Cinema 

San Francisco — Ghirardelli Square Cinema 
San Mateo — Hillsdale Cinema I and II 
Stockton — Sherwood Plaza Cinema 
Denver — Cherry Creek Cinema 
Englewood Cinema 
North Valley Cinema 
Villa Italia Cinema 
Westland Cinema 

. Meriden — Meriden Mall Cinema I and II 
Mew Haven — Milford Cinema 
Newington — Newington Cinema I and II 
Waterbury — Naugatuck Valley Mall 
Cinema I, II and III 
Daytona Beach — Bellait Cinema 
Fort Latiderdale — Sunrise Cinema I and II 
Hollywood — Cinema 
Merritt Island — Merritt 
Miami — Cutler Ridge Cinema 
Orlando — Parkwood Cinema 
Seminole Cinema 
Pompano Beach — Cinema 
Sarasota — Bayshore Cinema 

Gulfgate Cinema I and II 
Tampa — Britton 
West Palm Beach — Carefree 
Chicago — Ford City Cinema I and II 
Mt. Prospect Cinema 
North Riverside Cinema 
Randhurst Cinema 
Studio Cinema 
Yorktovvn Cinema I and II 
Decatur — Northgate Mall Cinema I and II 
Elgin — Meadowdale Cinema I and II 
Waukegan — Belvidere Cinema 
Bloomington — College Mall Cinema I and II 
Fort Waytte — Southtown Mall Cinema I and II j 
Indianapolis — Glendale Cinema I and II 
Keystone Cinema I and II 
Lafayette Square Cinema 
Muncie — West Plaza Cinema I and II 
Terre Haute — Honey Creek Square 
Cinema I and II 

Cedar Falls — College Square Mall Cinema I and II 
Dubuque — Kennedy Mall Cinema 
Lexington — Turfland Mall Cinema 
New Orleans — Lakeside Cinema I and II 
Oakwood Cinema I and II 


Baltimore — Harundale Cinema 

Perring Plaza Cinema 
York Plaza Cinema 

Braintree — South Shore Plaza Cinema I and II 
Brockton — Westgate Plaza Cinema I, II, III and IV 


Burlington — Burlington Mall Cinema I and II 
Cambridge — Fresh Pond Cinema 
Framingham — Cinema I and II 
Ipswich — Strand 

North Dartmouth — North Dartmouth Plaza 
Cinema I, II and III 
Peabody — Cinema I and II 
Saugus — Cinema 

Springfield — Eastfield Mall Cinema 
Stoneham — Cinema I and II 
' Waltham — Rt. 128-Winter Street Cinema I and 
Detroit — Livonia Mall Cinema I and II 
Macomb Mall Cinema I and II 
Warren Cinema I and II 
Flint — Dort Mall Cinema 
Saginaw — Fort Saginaw Mall Cinema 
Green Acres Plaza Cinema 


Mann 

Orpheum 

St. Louis Park 

Southdale Cinema I and II 

Southtown 

State 

Suburban World 

Uptown 

Valley West 

Varsity 

Westgate 

World 

St. Paul — Har-Mar I and II 
Orpheum 
Strand 


Missouri St. Louis — Grandview Cinema 

Northland Cinema 
Northwest Plaza Cinema 
South County Cinema 
Sunset Hills Cinema I and II 
Nevada Reno — Reno Sparks Cinema 


v Hampshire Bedford — 


Camden — Cherry Hill Mall Cinema 

Community 

Echelon Mall Cinema I and II 
Jersey City — Hudson Plaza Cinema 
Livingston — Essex Green Cinema 
Menlo Park — Cinema 
Orange — Palace Cinema 
Parsippany — Morris Hills Cinema 
Plainfield — Blue Star Mall Cinema 
Sayreville — Madison Cinema 
Totowa — Cinema 
Trenton — Capital Plaza Cinema 
Buffalo — Boulevard Mall Cinema I and II 
Seneca Mall Cinema 
Elmira — Cinema on the Mall 
Jamestown — Chautauqua Mall Cinema I and II 
Ossining — Arcadian Cinema 
Rochester — Todd Mart Cinema I and II 
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J-DOOR THEATRES CONTINUED 


North Carolina 
Ohio 


Oklahoma 

Pennsylvania 


Rhode Island 


Westchester — Central Plaza Cinema 
Hartsdale Cinema I 
Hartsdale Cinema II 

Charlotte — Charlottetown Cinema I and II 
Southpark Cinema I and II 
Akron — Chapel Hill Cinema I and II 
Canton — Mellett Mall Cinema 
Cincinnati — Western Woods Cinema 
Cleveland — Parmatown Cinema I and II 
Shoregate Cinema 
Southgate Cinema I and II 
Westgatc Cinema I, II, III and IV 
Columbus — Great Western Cinema 
Town & Country Cinema 
University City Cinema 
Mayfield Heights — Mayland 
Springfield — Upper Valley Mall Cinema I and II 
Tulsa — Southroads Cinema 
Village Cinema 

Philadelphia — Baederwood Cinema 

Clifton Heights Cinema 
North East Cinema I and II 
Plymouth Meeting Cinema I and II 
Pittsburgh — Beaver Valley Mall Cinema I and II 
Cranston — Garden City Cinema 
Warwick — Warwick Mall Cinema I and II 


Tennessee 


Memphis — Plaza 

Raleigh Springs Cinema I and II 


Whitehaven Cinema 


Texas 


Abilene — Westgate Cinema 
Amarillo — Western Plaza Cinema 
Austin — Capital Plaza Cinema 
Beaumont — Gateway Cinema I and II 
Dallas — Big Town Cinema 
Lochwood Cinema 
North Park Cinema I and II 
Park Plaza Cinema 
Six Flags Mall Cinema I and II 
Fort Worth — Opera House 

Richland Plaza Cinema 
Seminary South Cinema I and II 
Houston — Galleria Cinema I and II 
Gulfgate Cinema I and II 
Meyerland Cinema I and II 
Northline Cinema I and II 
Irving — Irving Mall Cinema I and II 
San Antonio — McCrcless Cinema I and II 
North Star Cinema I and II 
Waco — Lake Air Cinema 


Virginia 

Washington 


Norfolk — Janaf Cinema 

Seattle — Renton Village Cinema I and II 

Tacoma — Villa Plaza Cinema I and II 


Wisconsin 


Madison — East Towne Cinema I and II 
Milwaukee — Brookfield Square Cinema 
Westlane Cinema 

Racine — Westgate Cinema I and II 


California 


Colorado 

Florida 

Georgia 

Illinois 

Indiana 


Iowa 

Louisiana 

Maryland 

Massachusetts 

Michigan 


103 SHOPPING CENTER THEATRES CAB LOCATIONS! 
UNDER CONSTRUCTION AND PROPOSED 


Northridge (Triple at Northridge Mall) Minnesota 

Woodland Hills (Twin at Warner Victory Center) 

Colorado Springs (Twin at Citadel) New Hampshire 

Lakeland (Twin at Imperial Mall) New Jersey 

Atlanta (Triple at Perimeter Mall) 

Chicago (Cinema III addiu'on at Ford City) 


Columbus (Twin at Civic Mall) 

Gary (Twin at Ridge Plaza) 

(Twin at Route 20) 

(Twin at 61st St Broadway) 
Indianapolis (Triple at Castleton Square) 
(Twin at Greenwood) 
(Twin at Speedway) 

Bettendorf (Twin at Duck Creek Mall) 
Davenport (Twin at North Park) 

New Orleans (Twin at Gentilly Woods) 
Shreveport (Twin at Quail Creek) 
Baltimore (Twin at Security Boulevard) 
Columbia (Twin at Columbia City) 
Hanover (Quad at Hanover Mall) 
Jackson (Twin at Westwood Mall) 
Kalamazoo (Twin at Maple Hill Mall) 
Pontiac (Twin at Pontiac Mall) 

Troy (Twin at Somerset Mall) 


New Mexico 
New York 

Oregon 

Pennsylvania 

South Carolina 
Texas 


Virginia 

West Virclnia 
Wisconsin 


Blaine (Triple at Northtown) 

Brooklyn (Triple at Brooldyn-Brookdale) 

Nashua (Twin at Nashua Mall) 

Franklin Township (Twin at Rutgers Plaza) 
Livingston (Cinema II addition at Essex Green) 
Middletown (Twin at Middletown Plaza) 
Plainfield (Cinema II addition at Blue Star) 
Shrewsbury (Twin at Shrewsbury Plaza) 
Somerville (Twin at Raritan Circle) 

Albuquerque (Triple at Albuquerque Center) 
Buffalo (Twin at Eastern Hills) 

Niagara (Twin at Wheatfield Mall) 

Mansfield (Twin at Richland Mall) 

Portland (Triple at Jantzen Beach) 

Scranton (Twin at Viewmont) 

Wilkes Bane (Twin at Wyoming Mall) 
Charlestoti (Twin at Ashley Plaza) 

Dallas (Cinemas III & IV addition at North Park) 
(Twin at Town East) 

Galveston (Triple at Galvez Plaza) 

Hampton (Twin at Coliseum Mall) 

Springfield (Twin at Springfield Mall) 
Parkersburg (Twin at Grand Central Mall) 
Madison (Twin at West Towne Mall) 
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LOCATIONS] 


Connecticut ' Hartford — Blue Hills Drive-In 

| Meadows Family Drive-In 

Florida | Gainesville — University Drive-In 
| Sarasota — Trail Drive-In 

Illinois j Chicago — 66 Drive-In 

Starlitu Drive-In 


Indiana j Hammoud-Gary — Ridge Road Drive-In 
j Indianapolis — Pendleton Pike Drive-in 

Iowa I Council Bluffs — Council BlulFs Drive-In 
| Des Moines — Des Moines Drive-In 

Maryland 1 Baltimore — Timonium Drive-In 


Massachusetts ] Boston — Natick Drive-In 

South Shore Twin Drive-In 


Miciucan Ann Arbor — Scio Drive-In 
Detroit — Dearborn Drive-In 
Eastside Drive-In 
' Wcstside Drive-In 

Ypsilanti — Willow Drive-In 
; Ypsi-Ann Drive-In 

Minnesota Minneapolis — France Drive-In 


Missouri Kansas City — I Iiwav 40 Drive-In 
; St. Louis — Airway Drive-In 


N t ew Jersey 


Hackensack — Hackensack Drive-In 
Jersey City — Roosevelt Drive-In 
Newark — Livingston Drive-In 

Morris Plains Drive-In 
Route B Drive-In 
Union Drive-In 
Paterson — Pa ramus Drive-In 
Route 46 Drive-In 
Totowa Drive-In 
Troy Hills Drive-In 


New York 1 Albany — Autovision Drive-In 
j Super 50 Drive-In 

I Buffalo - 1-290 Drive-In 
[ Hyde Park- 9G Drive-In 
I llochcslcr — Central Drive-In 
Empire Drive-In 

1 Westchester — Elmsford Drive-In 
i FIn]!owbrnnk Drive-In 

Starlight Drive-In 


Ohio . Cincinnati — Montgomery Drive-In 
j Cleveland — Eastside Drive-In 


Oklahoma j T tilsa — Admiral Twin Drive-In 


Pennsylvania i Pittsburgh — ABC Drive-In 


N ebraska j Omaha — Golden Spike Drive-In 
! West Dodge Drive-In 


Wisconsin 


Milwaukee — Bluemound Drive-In 


SOFT DRINK PRODUCTION AND DISTRIBUTION FACILITIES CEO] 


Florida 1 Gainesville 

! Jacksonville Ctwo plants) 

1 Ocala 

Georgia ; Athens 
Atlanta 
. Gainesville 
, Savannah 


Ohio | Akron 

1 Cleveland 

j Elyria 
j Youngstown 

Texas | Houston 

Virginia ; Lynchburg 


Indiana 


j Bloomington 
I Seymour 


West Virginia 


Charleston 
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